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CHAPTER 1 



RESPONSIBILITIES OP TH 1 COMPTROLLER 
Introduction 

The Hoover Commissions Task Force on National Se- 
curity Organization reported late in 1„1 l 8 that it had found 
"(a) wide di similarity amon” the three cervices in budget- 
ary organization and (b ) l^ck of reasonable uniformity in 
budgetary accounting, terminolo~y and classification, 
making valid comparisons impossible . M 1 

Congress, prompted by the Hoover Commission Report, 
amended The National Security Act of 19^7 by Tublic Law 2l6 
and added Title IV for the promotion of economy and ef- 
ficiency through the establishment of uniform budgetary 
and fiscal procedure and organizations. This amendment, 
among other things, established in the Department of Defence 
and in each Military Department, a Comptroller, who had 
responsibility for the following duties subject to the 
authority of their particular secretaries: 

(b ) The Comptroller shall advise and assist the 
Secretary of Defense in oerformin- such bud etary and 



1. The Committee on The National Security Or-ani- 
zation of the Commission on Organization of the Executive 
Branch of the Government, Committee on The Nat* onal Se - 
curity Organization , (7ashin ton, ly' \ ) 71-72. 
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fiscal functions as may be required to carry out the 
powers conferred upon the Secretary of Defense by this 
act, including but not limited to those specified in 
this subsection. Subject to the authority, direction 
and control of the Secretary of lefense, the Comptroller 
shall-- 



(1) supervise and direct the preparation of 
the budget e° ti mates of the Department of Defense; and 

(2) establish and supervise the execution of — 

(A) rrinciles, Policies and procedures 
to be followed in connection with organizational and 
administrative matters relatin' - ' to- 
ll) the preparation and execution 

o f t h e b ud£ e t s , 

(ii) fiscal, cost, operating and 
capital property accounting, 

(iii) progress and statistical re- 
porting, 

(iv) internal audit, and 

(B) policies and procedures relating to the 
expenditure and collection of funds administered by the 
Department of Defense. M 1 

The Law further caused to be established in each 
Military Department, Comptroller Organizations similar in 
operational structure to the Office of the Comptroller of 
the Department of Defense x^ho would be responsible to and 
subject to the authority of the respective departmental 
secretaries for: 

All budgeting, accounting, progress and statisti- 
cal reporting and internal au 'it in their respective 
departments and for the administrative organization 
structure and managerial procedures relating thereto. .2 



1. Public Law 2l6, lection iiOl, aonroved ^ugu^t 

io, 19*19 • 



2 



Ibid. , Section 1x02. 
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In 3 m v lenient ing the provisions of Section If .0 2 the 
broad rolicies relating to the responsibilities that are 
inherent in Navy Comptrollers has been set forth in the 
Charter of the Comptroller of the Navy. 

The mission of the Comptroller of the Navy under 
the authority of the Secretary of the Navy, is to 
formulate principles and policies and to prescribe 
procedures in the areas of budget, fiscal, account- 
ing, audit and progress and statistical reporting 
throughout the Department of the Navy to the end 
that their use will result in meeting the operating 
and planning requirements of manage. lent w* th ef- 
ficiency and economy. 1 

It should not be inferred that the Navy Comrtroller 
is oer^onally responsible for control of operations. The 
Comptroller in a staff organization provides the basis for 
such control through the development, coordination, inte- 
gration, analysis and interpretation of control informa- 
tion. It is an examination of some of the various control 
methods and techniques relating to the Comptrollers re- 
sponsibility in the field of bud' eting that I have attempted 
to set forth in the following pages. 

Fiscal controls are exercised through a variety of 
forms. Some are throu h apportionments, auoropriation, 
allotments, accounts and audits. Controls may be analyzed 
in various terms such as who exercises control; for what 
purpose, or why is the control exerted; and what is controlled 
In the federal government several officials and agencies 



1. Department of the Navy, Office of the Comptroller 
Current Charter of the Comptroller of the Navy , August 26 , 
1 $? 2 . ‘ 



play an important part in controlling expenditures; the 
Congress, the President, as -isted by the Bureau of the 
Budget, the heads of Departments and Bureaus, and the 
General Accounting Office. These officials exercise con- 
trol to insure that prescribed nolicies are bein°- observ- 
ed; to achieve wise, economical and effective use of funds 
and to insure the legality, accuracy and regularity of 
fiscal transactions. 



BUDGBTaRY CONTROL 

In discussing the budget and attitudes towards its 
control it might be well to draw a distinction between the 
two terms, budget and budget control, which mi ht not be 
evident. A budget by itself is a statement in financial 
terras of projected or expected operations of an account- 
ing entity for a given period. 1 Budgetary Control is 
much more. It involves careful planning and management 
of all the varied functions of an enterprise. 

Budgetary control assumes a genuine desire on the 
part of the entire organization from the top manage- 
ment down throu h the various {administrative levels) 
to keep as close to the estimated budgetary figure 
as possible, to accept responsibility for variances, 
to check actual performance against the plans, and 
in every other respect to use the budget as a r&al 
guide to reach the previously established oal. 

The advantage of budgetary control as imple- 
mented by strong executive planning and coordination, both 



1. Office of Assistant Secretary of Defense, 

Glossary of Terms Used in Comptroller activities . January 25 , 

1952, p.19. 

2. John H. Macdonald, Practical Budget procedure, 
(Prentice-Hall, Inc., 1939), 2 
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in accounting procedures and reporting techniques may be 
summarized as follows: 

1. Promotion of efficiency; preventing waste by 
regulating the spending of money for a definite pur- 
pose and in accordance wi th legal appropriations . 

2. Responsibility is placed with functions. 

3. Coordination is achieved in an organization 
by compelling all departments to work towards the 
attainment of a common goal. 

Ij.. Yardstick by x;hich management may be fore- 
warned of dangerous or favorable trends since it indi- 
cates the variance between estimates and actual result 
realized. 

5. It compels management to study its end products 
methods and service and obtain the most economical 
use of labor, material and expense. 

6. It is a test of the ability of management to 
make things happen in accordance with a well ordered 
clan. 

7. It compels mana ement to fortify itself with 
adequate accounting, cost accounting and financial 
records and reports. 

Budgetary control Is not the final answer to better 
management. It is very useful but is subject to certain 
limitations. Those who consider the use of budgetary con- 
trol should have a realization of its shortcomings and 
failures, as well as its advantages. One of the rimary 
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facts to consider is that first, any budget plan neces- 
sarily depends u^on estimates. To the extent that the 
estimates u.ion which it is based are founded on all avail- 
able facts and sound reasoning the budget is a r liable and 
useful ^uide. Forecasting is however, not an exact science 
althou h studies relatin'’ to standards have accomplished 
a Teat deal. There is still much to be done in this field. 
The trend of undeterminite social factors and variable eco- 
nomic conditions play an important ^art in the accomplish- 
ment of objectives. It is difficult and at times impossible 
to forecast even the directions of these trends and re- 
actions to them. The strength or weakness of the budget 
depends to a large extent upon the accuracy with which these 
factors were estimated. 

Budgetary control is a valuable device for planning 
and controlling operations but it will not take the place 
of :ood mana ement. The budget is only a tool of the 
skilled executive, as has frequently been said, “It can 
point out the course but it cannot steer the shi‘ . " In 
times of extreme stress and uncertainty it must be some- 
times temporarily disregarded. Budgetary control is a use- 
ful tool for the erfection of managerial technique. 1 



1. Ernst & Ernst, Bud: e t Control, .That it Does and 
How to Do It, (New York, 1925 )» 5 . 
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ADMINISTRATIVE methods op control 



accounting 

In 1921 by the Budgeting and Accounting Act the 
machinery was laid for a coordinated financial program 
for the Federal Government through the establishment of 
the Bureau of the Budget. 'The tremendous grox^th of the 
National 3ud~"et and particularly the Budget of the Depart- 
ment of Defense in the past decade has awakened Con ress 
to the need for firmer financial controls. This has been 
evidenced by a continuing mass of legislation aimed not 
only at promoting "Efficiency and Economy" in our -overn- 
rnent but also an attempt by. Congress to further control 
the budget. The major portion of this legislation has been 
enacted because of the strong recommendations of the Hoover 
Committee for reor anization of government. 

H / erhaps no instrument of modern management is more 
powerful or more pretentious than fiscal control and public 
budgeting and at the same time genuinely related to the 
common welfare. "1 



1. albert Lerowsky, Administration. (New York, 
Alfred A. Knopf, I 9 J 4 . 9 ) , >i90. 
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The financial operations of Government agencies 



must be controlled even more vigorously than those of 
private business. Maintenance of financial integrity 
affects the confidence of the nation in itself and the 
moral standards of all the people. The failure of such 
Integrity in private business affects the pocketbooks and 
slackens the morals of a few, but its failure in public 
business affects the morals of all. In this way the oper- 
ations of a Comptrollers Organization within the Uavy es- 
tablishment affects all other administrative problems. 

M Policies and methods in the handling of '’•overnmental funds 
must be clearly defined and responsibilities firmly f ixed. "1 

It is a recognized fact that in accomplishing the 
above we find that complicated systems of checks and 
balances employed in financial controls tend towards in- 
efficiency. One of the primary stens then in promoting 
economy lies in the continued improvement of the methods 
of accounting* 

Government accounting not only attempts to ^rovide 
a system of fixing responsibility on the handlin" of funds 
but also serves as an indispensaole "tool of management" 
in the day to day handling of administrative affairs. This 
fact was recognized by the Comptroller General and was re- 
iterated in broad terms in a letter to all departments and 
agencies on October 20, 19 t Q| . 



1 . A Aeoort to the Con ress by the Con’ll si on on 
Organization of the Executive Branch of the Government, Feb 
ruary . 19I4.9. 
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. . . contemplates the full development of 
sound accounting within each agency as a work 5 ng 
arm of management in terns of financial informa- 
tion and control. -at the same thme it invisions 
an integrated pattern of accounting and financial 
reporting for the government as a whole, responsive 
to executive and legislative needs. Balanced 
recognition will be ^.iven to the need for a flex- 
ible basis for accounting development with 
agencies in the light of the varying types of 
operations and management problems and to over- 
all fiscal reporting and responsibilities. 

'The Comptroller General further states: 

I wish to deal with the concept of my responsi- 
bilities in the prescribing of accounting systems. 

I believe this function should be exercised so as 
to provide all /ossible encouragement to the 
agencies to exercise their own initiative and 
responsibility in the solution of their accounting 
function. In line with this, it will be my ob- 
jective as the program progresses to prescribe re- 
quirements lar ely in terms of standards, principles 
and basic forms, procedures and terminology. 

Congressional concern over the control and use of 
funds has influenced it considerably in the attention it 
pays to the accounting systems of individual agencies. 

The head of each agency is responsible under Law for the 
accounting methods followed within his organization. 

Section J>09 of the Budget and accounting Act of 
June 10, 1921 provides . . . n The Comptroller General shall 
prescribe the forms, systems and procedure for administra- 
tive appropriation and fund account in-’ in the several de- 
partments and establishments and for the Administrative 
examination of fiscal officers accounts and claims against 
the United States. 1 ’ 1 



1. 31 U.3.C., Section 1|_9 . 
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Costs of approved nro^raras are more liable to be 
keot within le 'al as well as administratively imrosed 
limits if the individual in char , e of each activity is 
made responsible for the costs incurred in it. Accounting, 
furnishes a framework which can be fitted to assignments 
of res onsib3*lity by management. At the same time it 
supplies a basis of reporting as one element by which the 
success of an operation can be judged. "Decisions regard- 
ing future operations are made with greater confidence and 
accuracy by Congress and Management where it can be demon- 
strated through accounting results that past performance 
has be r n consistant and i^ithin established financial limits. h l 

To be of current and maximum use however, account- 
ing results should be transmitted to management through a 
prompt reporting system. The lar er an organization becomes, 
the more difficult the problem of the control and the use 
of various methods of reporting becomes. 

One of the most noteworthy improvements in the con- 
trol of the Federal Budget locumment was the introduction 
of a revised functional classification of expenditures and 
appropriations in the bud' et for fiscal 19^8. By • rouping 
to ether items that were functionally related, regardless 
of the agency responsible, the functional classification 
provided the Congress and the public with a useful summary 



1. Comptroller General of the United States, "The 
Contribution of Accounting to Better Management", au -ust 15, 
1952. 
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of what the Government was doing or expected to do, and 
in general, focused upon the ultimate purposes that the 
Government programs were designed to serve. 

Budget expenditures are now classified under 
twelve main categories: National Defense, Veter- 
an's Services and Benefits, International Affairs 
and Finance, Social /elf are, Health and Security, 
Housing and Community Facilities, Education and 
General Research, agriculture and agricultural 
Resources, Natural Resources not primarily 
Agricultural Resources, Transportation and Com- 
munication, Finance, Commerce and Industry, 

Labor and General Government 

Authorization and Appropriation 
Congressional opinions are varied as to what "ood 
the present budget and re uilatione ove r ning it are in the 
actual control of expenditures, ^or this reason they rely 
to a ~reat extent upon the basic legislation authorizing 
a government program or commitment and are becoming more 
careful of the wording in such legislation. Ernest 
Griffith says, "The real feeling of Congress is expressed 
in the appropriation process."^ Another writer says, 

"The control of the appropriation process except for pri- 
vate bill rests in the hands of the Committee on appropria- 
tions. "5 



1. Georre B. Galloway, The Legislative x roc ess 

in Congress . (Thomas Y. Crowell Company, New York, 1955 )> 97- 

2. Ernest 3. Griffith, Congress, Its Contemporary 
Role , (New York University ,ress), 8l. 



5. Galloway, or. cit . , 97* 
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Currently there are nine (9) different kinds of 
budget authorizations that may be ^ranted: 

1. Ordinary current appropriations including 

one year, multiple year and no year appropriations . 

2. Annual indefinite appropriations . 

3. .remanent appropriations ; definite and in- 
definite . 

if.. Contract authorizations, which confer author- 
ity to enter into contracts and incur other obli- 
gations in advance of an appropriate on; current 
and permanent. 

Appropriations to liquidate contract author- 
izations . 

6. Authorizations to expend from public debt 
receipts . 

7. Reappropriations. 

8. Reauthorizations of contract authority. 

9. Reauthorization to expend from public debt 
receipts. 

A'. F. V/illou ;hby in discussing the subject of perma- 
nent appropriations said, “It is alleged that the existance 
of permanent and indefinite appro riations complicates the 
problem of determining the needs of the Federal Government, 
introduces elements of uncertainty in determining the total 
funds voted for the support of Government and impairs the 



